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Exhibit A
Mr. Williarn Anderson AUG 30 2007
Director : ’
City Planning and Community Investments Departrment
City of San Diego

202 C Street, 5 Floor
‘San Diego, CA 92101

Dear Mr. Andersorn:

SUBJECT: Fiscal Year 2007 On-Site Monitoring Visit
Grant Program(s): Community Development Block Grant (CDBG) Pro gram

This letter is to inform you of the results of HUD's on-site monitoring review of the City's
. Community Development Block Grant (CDBG) Program from July 23 — July 26, 2007. Ms.
Cheryl L. Hamilton, CPD Representative, conducted the monitoring.

An exit conference to discuss the results of the monitoring, was held on July 26, 2007,
with: ' i ‘
Mir. William Anderson, City Planning & Community Investment
Mir. Scott Kessler, City Planning & Community Investment
Ms. Anita Pyle, City Planning & Community Investment
Ms. Shirley Reid, City Planning & Community Investment
Ms. Liz Fune, City Planning & Community Investment
Ms. Kathi Houck, San Diego Housing Commission
Mr. Frank Riley, HUD San Diego Field Office
Ms. Myrna Pascual, HUD San Diego Field Office
Mr. Chin Woo Choi, HUD Los Angeles Field Office

The attached monitoring report 18 based on the review of files, interviews with staff, and
reports from the Integrated Disbursement and Information System (IDIS). The report also calls
attention to those areas in which the City should imnprove its performance in the CDBG Program.
The CDBG monitoring focus on the following areas:

SR
s

- Program Progress

. Review of Compliance with National Objectives

- Review of Eligibility

- Review of Subrecipients

- Review of Overall Management Systems

. Review of Individual Economic Development Activities

. Limited Front-End Fair Employment and Housing (FHEO) Monitoring and
Section 504 On-Site Monitoring '



As a result of the monitoring, we have six (6) findings and three (3) concerns. Please note,
a finding is 2 deficiency in mesting applicable program requirements for which ganctions or other
corrective actions are authorized. A concern is a performance probiem not rising 1 the level of a
finding. |

We are concerned with the City’s capacity to manage its CDBG Program, specifically, the
1ack of sufficient recordkeeping, administrative systems, and particularly staffing levels. The
City’s current staffing level is minimal for the amount of funds allocated to the City. With the
level of funding the City receives the City should consider centralizing the program management
of CPD funds. The City should focus on preparing a management plan identifying specific tasks,
PErson’s responsible, available resources, additional resources and personnel, and specific
timelines.

The City’s City Planning & Community Investment Department is the lead agency
responsible for the administration of City’s CDBG grant program.

We would like to extend our appreciation to you and your staff for the cooperation and
assistance received during this visit. We would lilke 1o extend our sincere appreciation with 2
special thanks to Ms. Anita Pyle and Ms. Shirley Reid.

Please provide a written response to the concern within 30 days of the date of this letter. If
you have any guestions or require further information or assistance, please do not hesitate to
contact Cheryl L. Hamilton, Community Planning and Development Representative, at (213) 534-
2576.

Sincerely,

(s W—(

/> William Vasquez
Director
Office of Community Planning
and Development

Enclosure

cc: Scott Kessler, Deputy Director, Economic Development Division
/Anita C. Pyle, CDBG Program Administrator



City of Sanx Diego
FY 2007 Detailed Monitoring Report

The purpose of program accountability moniforing is to evaluate the City of San Diego’s
records and procedures to determine if the City 1s in compliance with the U.S.
Department of Housing and Urban Development (HUD) requirements at 24 CFR Part 85
— Common Rule; 24 CFR Part 570 — Community Development Block Grant (CDBG)
Program/Entitlement Grant Regulations. '

- L. PROGRAM PROGRESS

During our entrance confersnce, we reviewed the progress of the City’s CDBG program.
We indicated that the City met the timeliness requirement pursuant to 24 CFR 570.902(a)
for April 30, 2007 with a timeliness ratio of 1.12. We commend the City for meeting
the most recent fimeliness test.

The IDIS Repoft — CO4PRO1 dated 7/17/2007 indicates that the City does not have any
revolving funds for CDBG. Documentation of program income and interest earned was
not available for review.

Grantees are responsible for managing the day-to-day operations of grant and subgrant
supported activities. We have concerns about the City’s oversight and understanding of

program income.

Finding #1: Lack of Compliance with Part 85.25 (. Program Income)

We have determined that the City may not be fully complying with CFR 85.25.
Specifically, we are concern with CDBG loans to the Redevelopment Agency and
“reloans”. The City must provide HUD a summary of program income for Program
Years 2003, 2004, 2005, and 2006.

Correcﬁve Action:

The City must provide us a summary of the source and use of program income as well as
interest sarned. Please include documentation of funds returned and established City
policies. If the City is unclear what is meant by program income, there are several
resources, including 24 CFR 570.504, and Chapter 3 of “CDBG Eligible Activities and
National Objectives”, ICF Consulting, April 2001. "

II. COMPLIANCE WITH NATIONAL OBJECTIVES/ELIGIBILITY

Projects and activities were reviewed to ensure that they fully meet specific sections of
. the regulations and thus support the intent of Congress for the program. Projects were



further reviewed to ensure that the actual implementation is in conformance with the
regulations.

Monitoring of activities to determine compliance with national objectives involve

erification that the CDBG-funded projects meet one of the three primary objectives of
low and moderate income benefit, prevention or elimination of slums and blight, or
resolution of an urgent need.

Based on the CDBG regulations at 24 CFR 570.506, each grantee is required to maintain
sufficient records which demonstrates each CDBG activity undertaken/funded by the City
meets one of the three national objectives of bemefit to low and moderate income persons,
or aiding in the prevention or elimination of siums and blight, or meet urgent needs
activity addresses one or more of these objectives is found in Section 570.208. The
City’s CDBG project files did contain a formal el oibility/national objective
determination made prior to the undertaking of each activity.

Eligibility of projects was reviewed to determine if the grantee is in compliance with the
eligibility section of the CDBG regulations at 24 CFR Part 570, Subpart C. Projects were
further Teviewed to ensure that the actual implementation is in conformance with the
regulations. Some activities were not categorized correctly or services were not clearly
stated.

Finding #2: Lack of Documentation 1o substantiate compliance with 24 CFR 570.506

Pursuant to 24 CFR 570.506(a) and (b) each grantee is required to maintain sufficient
records which demonstrates each CDBG -activity undertaken/funded by the City meets
one of the three national objectives of benefit to low and moderate income persons, OT
aiding in the prevention or elimination of slums and bl ght or meet urgent needs activity
addresses one or more of these objectives is found in Section 570.208.

Generally, the monitoring concluded that there was inadequate documentation or
insufficient management system to ensure compliance. We recognize that there have
been improvements in documentation in the past year and the concerted efforts made to
increase accountability.

Corrective Action:

The City must implement procedures to ensure compliance with one of the three national
objectives. A form should be dsveloped and maintained in each file that identifies
eligibility of a project and national objective compliance. This should be accomplished
as part of the eligibility review process and carefully documented in each file. For area
benefit activities, records maintained must include the boundaries of the service area; and
the percentage of low and moderate-income residents in the area.























































































































































































